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LETTER  OF  TRANSMITTAL 

COMMONWEALTH  OF  PENNSYLVANIA 

PENNSYLVANIA  POST-WAR  PLANNING  COMMISSION 

HARRISBURG 


Lancaster,  Pa.,  March  15,  1945. 


The  Honorable  Edward  Martin, 

Governor  of  Pennsylvania, 

Harrisburg,  Pennsylvania. 

Dear  Governor  Martin: 

The  Post-War  Planning  Commission  presents  the  following  report 
concerning  the  unemployment  compensation  system  in  Pennsylvania. 
The  report  reviews  the  characteristics  and  application  of  the  system 
in  the  State,  survey  its  financial  history,  and  presents  general  recom- 
mendations for  liberalization  concerning  compensation  for  partial 
unemployment,  length  of  waiting  period,  amount  of  compensation, 
and  duration  of  benefits. 

The  report  was  developed  under  the  direction  of  the  Honorable 
Charlie  R.  Barber,  Mayor  of  Erie,  Pennsylvania,  and  a member  of  the 
Commission,  the  Honorable  Edward  B.  Logan,  Budget  Secretary,  and 
Mr.  Thomas  J.  Donaghy,  Administrative  Assistant  in  the  Department 
of  Labor  and  Industry. 

The  members  of  the  Commission  extend  their  sincere  thanks  to  all 
who  have  so  generously  given  time  and  effort  to  the  preparation  of 
the  report. 

Respectfully  submitted, 

EL  W.  PRENTIS,  Jr., 
Chairman, 
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DESCRIPTION  OF  THE  UNEMPLOYMENT 
COMPENSATION  SYSTEM 

History 

Interest  in  a system  of  unemployment  compensation  for  pro- 
tecting workers  against  loss  of  employment  through  no  fault 
of  their  own  became  evident  in  the  United  States  in  1916.  It 
was  then  that  Massachusetts  introduced  the  first  unemploy- 
ment insurance  bill.  Five  years  later  Wisconsin  had  a bill  be- 
fore the  Legislature  but  it  was  not  passed.  In  1931  unemploy- 
ment insurance  was  introduced  in  seventeen  legislatures.  The 
reasons  for  this  growing  interest  in  unemployment  insurance 
was  due  to  several  causes.  The  depression  made  the  need  ob- 
vious. Then,  too,  there  were  only  limited  resources  from  phil- 
anthropy and  the  local  reserves  ran  out  too  quickly.  The  reason 
that  legislative  action  was  delayed  on  the  subject  was  because 
of  legal  and  practical  economic  difficulties.  The  constitutional 
right  of  the  Federal  Government  to  act  in  the  matter  appeared 
to  be  in  some  question,  and  the  several  states  individually 
failed  to  enact  legislation  largely  because  of  the  disadvantage 
to  employers  in  any  state  on  which  a payroll  tax  for  unem- 
ployment compensation  was  levied  in  competition  with  em- 
ployers in  other  states  not  subject  to  such  a tax. 

In  1931  a committee  called  by  the  Governor  of  Pennsylvania 
for  the  purpose  of  studying  the  problem  of  unemployment  rec- 
ommended unemployment  reserves  as  desirable  and  drafted  a 
bill  providing  for  separate  industry  reserve  funds  but  no  action 
was  taken.  This  experience  was  typical  of  that  in  many  other 
states  and  was  evidence  that  no  individual  state  could  be  ex- 
pected to  act  alone  in  this  respect. 

In  1936  the  Social  Security  Act  v/as  passed  by  the  Congress. 
It  was  so  enacted  that  the  following  decisions  were  left  to  the 
discretion  of  the  States:  ( 1 ) whether  the  worker  as  well  as  the 
employer  shall  contribute  to  the  fund;  (2)  the  length  of  the 
waiting  period;  (3)  the  rate  of  benefit.  The  Federal  law  also 
does  not  require  the  State  to  make  any  contributions  from  gen- 
eral revenues.  Forty-one  states  get  levies  from  the  employer 
alone  while  seven  states  get  contributions  from  both  employers 
and  employes.  The  act  levies  a tax  of  three  percent  on  pay- 
rolls of  employers  having  eight  or  more  employes  and  pro- 
vides that  ninety  percent  of  such  tax  could  be  offset  under  cer- 
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tain  conditions  by  payments  made  under  an  approved  state  un- 
employment compensation  law.  The  object  of  this  type  of 
legislation  was  to  encourage  states  to  enact  unemployment 
compensation  laws  by  removing  the  previous  competitive  dis- 
advantage to  employers  in  states  having  unemployment  com- 
pensation legislation  as  compared  with  employers  in  states 
which  had  no  such  payroll  tax. 

The  Social  Security  Act  provides  that  the  three-tenths  of  one 
percent  of  the  Federal  tax  which  is  not  allowed  as  an  offset 
against  a state  tax  is  to  be  paid  into  the  Federal  Treasury.  This 
is  done  on  the  theory  that  from  such  amount  appropriations 
could  be  made  by  the  Congress  for  the  administration  of  un- 
eraployuient  compensation  both  at  the  Federal  level  and 
through  administrative  grants  to  states.  Shortly  after  passage 
of  the  Social  Security  Act  all  states  enacted  unemployment 
compensation  legislation,  since  to  have  failed  would  have 
meant  that  employers  in  such  states  would  have  had  to  pay  the 
Federal  tax  of  three  percent  in  full,  with  no  possibility  of  the 
amount  of  such  tax  being  returned  to  the  state  or  its  workers. 

Support  of  the  System 

The  Pennsylvania  Unemployment  Compensation  Law  which 
was  enacted  on  December  5,  1936,  was  promptly  approved  by 
the  Social  Security  Board.  This  law  as  amended  since  that 
time  remains  the  present  law  of  the  Commonwealth.  Pennsyl- 
vania receives  contributions  from  employers  who  hire  one  or 
more  persons.  Eleven  other  states  follow  that  same  pattern, 
while  twenty-four  other  states  follow  the  Federal  law,  in  that 
they  include  only  those  employers  hiring  eight  or  more  persons. 
The  remaining  states  include  employers  hiring  from  two  to 
six  employes.  Until  January  1,  1944,  except  for  the  years  1936 
and  1937  when  the  tax  rate  was  .9  percent  and  1.8  percent  of 
the  payrolls  respectively,  the  law  provided  for  payment  of  con- 
tributions on  payrolls  of  2.7  percent.  During  the  legislative 
session  of  1943,  the  law  was  amended  to  provide  for  "experi- 
ence rating”  of  employers.^  This  amendment  provides  that 
employers  who  had  satisfactory  employment  experience  as  de- 
fined in  the  amendment  would  be  entitled  with  respect  to  em- 
ployment on  or  after  January  1,  1944,  to  a lower  rate,  gradu- 
ated on  the  basis  of  their  experience  to  a minimum  of  one  per- 


" May  26,  1943,  Pa.  P.  L.  639. 
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cent.  "Employer’s  experience  means  a percentage  obtained  by 
dividing  the  total  wages  paid  by  an  employer  to  his  compen- 
sated employes,  less  any  credit  for  re-employment  during  the 
last  three  completed  calendar  years,  by  the  total  wages  paid  by 
said  employer  to  all  his  employes  during  such  three  calendar 
years.”' 

Experience  rating  sets  up  differential  rates  of  taxes  that  are 
in  some  degree  related  to  an  employer’s  success  in  keeping  his 
employes  from  unemployment  as  measured  by  the  benefits  paid 
to  persons  formerly  on  his  payrolls. 

Experience  rating  conforms  with  the  Federal  law,  since  that 
law  allows  the  states  to  adopt  provisions  reducing  an  em- 
ployer’s unemployment  compensation  tax  or  even  exempting 
him  from  tax  payments  if  he  can  demonstrate  merit  in  stabiliz- 
ing employment  in  his  concern.  Experience  rating  was  present 
in  five  states  in  1940.  In  1941  fifteen  states  applied  for  it, 
which  number  increased  to  thirty  in  1942.  Then  at  the  end  of 
1944,  experience  rating  was  operative  in  42  states,  the  District 
of  Columbia  and  Hawaii. 

The  basic  argument  for  experience  rating  is  that  it  will  sta- 
bilize unemployment.  If  an  employer’s  record  shows  that  very 
few  of  his  employes  have  drawn  unemployment  benefits,  he 
may  be  rewarded  by  a reduced  tax  rate.  It  is  felt  by  those  in 
favor  of  experience  rating  that  the  incentives  and  penalties  of 
the  tax  differentials  are  important  for  our  social  security  sys- 
tem. Therefore,  employers  will  be  encouraged  to  introduce 
improvement  in  operations  and  employment  record  so  as  to 
take  advantage  of  the  tax  differentials. 

Coverage 

The  Pennsylvania  Unemployment  Compensation  Law  de- 
fines coverage  by  exclusions.  "Employinent  shall  include  an 
individual’s  entire  service  performed  within  or  both  within  and 
without  this  Commonwealth,  if  (A)  the  service  is  localized 
within  this  Commonwealth,  or  ( B ) the  services  not  localized  in 
any  state  but  some  of  the  service  is  performed  within  this  Com- 
monwealth.”^ The  following  classes,  however,  are  excluded 
from  the  above  definition  of  employment:  agricultural  labor; 
domestic  service  in  a private  home;  casual  labor  not  in  the 


ibid. 

"May  27,  1943,  Pa.  P.  L.  717. 
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course  of  the  employer’s  trade  or  business;  service  performed 
as  an  officer  or  member  of  the  crew  of  a vessel  on  the  navigable 
waters  of  the  United  States;  service  performed  by  an  individual 
in  the  employ  of  his  son,  daughter,  or  spouse,  and  service  per- 
formed under  the  age  of  21  in  the  employ  of  his  father  or 
mother;  service  performed  in  the  employ  of  the  United  States 
Government  or  of  an  instrumentality  of  the  United  States; 
service  performed  in  the  employ  of  a state,  a political  sub- 
division or  instrumentality  of  the  state;  and  service  performed 
in  the  employ  of  a corporation,  fund,  or  foundation  organized 
and  operated  for  religious,  charitable,  scientific,  literary  or  edu- 
cational purposes/ 

Estimate  of  the  number  of  workers  in  these  groups  in  Penn- 
sylvania during  the  year  1940  are  shown  below.  These  esti- 
mates are  based  upon  reports  of  the  Bureau  of  Census.  The 
figures,  of  course,  do  not  reflect  the  relative  size  of  these  groups 
at  the  present  time,  but  are  probably  more  significant  than  cur- 
rent figures  would  be  because  of  the  exaggerated  condition 
during  the  war. 


Type  of  Employment 


Number  of 
Workers 
(In  thousands) 


Covered  by  Pennsylvania  Unemployment  Compensa- 
tion Law 

Farm  Labor  

Railroad  Workers 

Government  Workers  

Domestic  Service  

Owners,  Proprietors,  etc.  

Other  Workers  


2,228 

260 

130 

250 

150 

120 

104 


Railroad  workers  are  covered  by  the  Federal  Railroad  Un- 
employment Insurance  Act,  and  may  be  excluded  from  con- 
sideration. In  1940,  the  estimated  250,000  Government 
workers  included  only  about  50,000  Federal  employes.  Since 
then,  because  of  the  increase  in  the  number  of  Federal  workers, 
the  total  number  of  Government  workers  has  considerably  in- 
creased. The  estimated  120,000  owners,  proprietors,  etc.,  in- 
cludes a large  number  of  persons  engaged  in  independent  hand 
trades.  Employes  of  religious,  charitable,  and  educational  in- 


* ibid. 
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stitutions  and  maritime  workers  are  included  under  "Other 
Workers.” 

In  1944,  68  percent  of  the  labor  force  in  the  United  States 
possessed  some  form  of  coverage  against  unemployment.  Forty 
states  have  taken  action  so  that  the  rights  of  the  personnel  in 
the  armed  forces  to  unemployment  compensation  acquired 
before  their  entrance  into  military  service  is  protected. 

At  the  present  time  state  programs  cover  44  million  jobs,  but 
still  seven  major  groups  are  excluded:  agricultural  workers, 
domestic  workers,  employes  of  Federal,  state  and  local  govern- 
ment, maritime  workers,  employes  of  non-profit  organizations, 
the  self-employed,  and  employes  of  firms  excluded  from  the 
State  plan  by  reason  of  small  size.  Agricultural  labor  is  ex- 
empted everywhere  except  in  Washington,  D.  C.  Maritime 
workers  including  those  who  serve  as  officers  or  members  of 
the  crew  are  covered  by  unemployment  compensation  laws  in 
eleven  states.  Family  employment  is  exempted  by  all  states 
except  Wisconsin.  All  states  but  New  York  exempt  domestic 
workers  in  private  homes,  while  thirty-eight  states  exempt 
domestic  workers  in  the  category  of  college  clubs  or  fraterni- 
ties. Workers  for  non-profit,  religious,  and  similar  organiza- 
tions are  exempted  by  all  states.  Only  twelve  jurisdictions 
include  the  small  employer,  that  is,  the  employer  of  less  than 
eight  persons.® 

Government  employment  has  various  subdivisions.  Exemp- 
tions for  Federal  government  employment  are  divided  into  the 
following  categories: 

a.  Instrumentalities  wholly  owned  by  the  United  States — 
forty-two  states  including  Pennsylvania 

b.  Instrumentalities  in  performance  of  any  function 
exempt  by  virtue  of  Federal  law — Idaho 

c.  Instrumentalities  owned  by  the  United  States — 
Virginia 

d.  All  instrumentalities  of  the  United  States — Delaware, 
Montana,  New  Jersey,  and  Tennessee 

e.  Instrumentalities  performing  government  functions — 
Ohio 

f.  Corporations  or  agencies  performing  governmental 


'Commerce  Clearing  House,  Unemployment  htsurance  Service,  Chart  993  A. 
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functions  and  making  payment  for  service  out  of  funds 
appropriated  by  Congress — Kentucky 

g.  No  provision — Texas  and  Wisconsin. 

Exemptions  in  state  and  local  government  instrumentalities 
are  as  follows: 

a.  Service  for  all  instrumentalities  of  any  state  or  political 
subdivision — tv/enty-three  states  including  Pennsyl- 
vania 

b.  Service  for  instrumentalities  of  any  state  or  political 
subdivision  thereof  if  the  instrumentality  is  wholly 
owned  by  the  state  or  if  services  are  immune  from 
Federal  tax — twenty-three  states,  including  Pennsyl- 
vania 

c.  Services  for  instrumentalities  of  any  state  where  the 
instrumentality  exercises  purely  governmental  func- 
tions— Ohio." 

The  Social  Security  Board  recommended  in  the  October, 
1944  issue  of  the  Social  Security  Bulletin  that  unemployment 
compensation  be  extended.  The  recommendation  was  that 
the  states  should  make  a survey  and  extend  coverage  to  the 
groups  yet  excluded  from  the  system.  The  Board  pointed 
out  that  specific  congressional  legislation  would  be  necessary 
for  the  Federal  workers  and  the  maritime  industry.  The 
Board  stated  that  since  twelve  state  unemployment  compensa- 
tion systems  cover  the  workers  of  small  firms,  there  is  proof 
that  there  need  be  no  insurmountable  administrative  task  to 
perform  and  that  the  state  and  local  government  employes 
could  be  included  by  all  states. 

The  Board  also  recommended  that  coverage  be  extended  to 
agricultural  labor  and  stated  that  if  the  administrative  task 
would  be  too  difficult  to  include  all  labor,  then  only  the 
workers  on  industrialized  farms  could  be  covered  at  first.  The 
work  on  these  farms  is  considered  comparable  to  work  in 
manufacturing  establishments. 

Eligibility  to  Benefits 

To  receive  unemployment  compensation  benefits,  the  appli- 
cant must  meet  certain  requirements.  There  is  first  the  wage 


' ibid. 
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requirement  that  the  person  has  been  paid  within  the  base  year 
wages  of  $50  in  each  of  two  separate  calendar  quarters  during 
the  base  year.  If  the  wage  requirements  are  met,  the  person 
must  register  for  work  at  an  employment  office  and  then  apply 
for  benefits.  He  must  be  able  and  available  for  work. 

A person  shall  not  be  eligible  for  compensation  or  waiting 
period  credit  for  any  week  if  his  unemployment  is  due  to 
failure  to  apply,  without  good  cause,  for  suitable  work  or  to 
accept  suitable  work  when  offered  to  him  by  the  employment 
office.  He  is  also  not  elegible  if  he  has  left  his  work  volun- 
tarily without  good  cause  or  if  he  be  seeking  unemployment 
benefits  under  an  unemployment  compensation  system  of  any 
other  state  or  of  the  United  States. 

A person  is  also  not  elegible  for  unemployment  benefits  in 
Pennsylvania  for  par  dal  unemployment.  "Partial  unemploy- 
ment is  a period  during  which  the  claimant  earned  wages  from 
his  regular  employer  but,  because  of  curtailed  work,  his  earn- 
ings were  so  small  that  he  was  eligible  for  a full  or  reduced 
benefit  payment.”^  Section  205  of  the  Pennsylvania  Unem- 
ployment Compensation  law  provides  for  the  study  of  partial 
unemployment  and  also  for  recommendations  to  be  made  in 
respect  to  payment  of  compensation  for  partial  unemployment. 

All  states  except  Pennsylvania  and  Montana  provide  for 
payment  of  benefits  to  workers  who  are  partially  unemployed. 
The  following  reasons  are  given  for  the  payment  of  compensa- 
tion fo*-  partial  unemployment: 

a.  A financial  inducement  should  be  given  an  individual 
to  work  a short  time  rather  than  not  to  work  at  all; 

b.  When  compensation  for  partial  unemployment  is  not 
payable,  some  employers  will  so  schedule  their  em- 
ployes that  they  are  ineligible  for  compensation  for 
total  unemployment  and  at  the  same  time  are  unable 
to  earn  more  than  a few  dollars  a week.  This  is  done 
in  order  to  avoid  experience  rating  charges; 

c.  It  has  been  found  that  a greater  incidence  of  fraud 
exists  under  a law  which  provides  only  for  compensa- 
tion for  total  unemployment,  as  workers  fail  to  report 
part-time  employment  in  order  to  remain  eligible  for 
compensation. 


'Social  Security  Board,  Social  Security  Yearbook,  1943;  p.  136. 
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There  are  two  methods  of  computing  benefits  for  partial 
imemployment.  One  is  known  as  the  "Loss  of  Earnings  Plan” 
under  which  a worker  is  paid  the  difference  between  the 
amount  which  he  earns  during  the  week  and  the  amount  to 
which  he  would  be  entitled  as  compensation  for  total  unem- 
ployment. Usually  an  additional  two  or  three  dollars  is 
allowed  as  an  incentive.  The  other  method  is  known  as  the 
"Day  Base  Plan”.  Under  this  method,  the  days  during  which 
the  worker  performs  no  work  are  accumulated  until  he  has 
lost  four  or  five  days  of  work  depending  upon  the  provisions 
of  the  statute  at  which  time  he  is  eligible  for  payment  of  com- 
pensation in  an  amount  equal  to  that  to  which  he  would  be 
entitled  for  a week  of  total  unemployment.  The  first  method 
has  received  general  acceptance  in  most  states.  The  additional 
cost  will  of  course  vary  depending  upon  economic  conditions, 
but  over  a period  of  time  should  not  exceed  ten  percent. 

The  Tax  Advisory  Committee  has  also  recommended  that 
benefits  be  paid  for  partial  unemployment.  They  suggest 
"that  payments  for  weeks  of  partial  unemployment  shall  be 
made  by  accumulating  benefit  weeks  of  partial  unemployment 
until  an  amount  equal  to  the  worker’s  weekly  benefit  rate  for 
total  unemployment  has  been  accumulated.”* 

The  other  recommendations  of  the  Tax  Advisory  Committee 
were  as  follows: 

’T.  That  benefits  be  credited  to  otherwise  eligible  workers 
whose  earnings  in  excess  of  $3.00  during  any  week  are 
less  than  their  individual  weekly  benefit  amounts. 

”2.  That  the  amount  of  payment  to  be  credited  for  a week 
of  partial  unemployment  shall  be  the  difference  be- 
tween his  weekly  benefit  amount  and  such  part  of  his 
earnings  for  such  week  as  is  in  excess  of  $3.00. 

”3.  That  an  individual  shall  be  eligible  for  benefits  for 
either  total  or  partial  unemployment  benefits  for  such 
unemployment  following  a week  of  total  unemploy- 
ment; provided  further  that  an  individual  shall  be 
eligible  for  benefits  for  partial  unemployment  only, 
subject  to  a waiting  period  of  one  week  of  partial 
unemployment  as  defined.”® 


®Tax  Advisory  Committee. 
“ ibid. 
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Waiting  Period 

Originally  most  state  laws  provided  for  a waiting  period  of 
three  weeks  from  the  time  a worker  became  unemployed  until 
he  was  entitled  to  receive  compensation.  The  primary  pur- 
pose of  this  waiting  period  was  to  enable  the  agency  adminis- 
tering the  law  to  make  a determination  of  the  worker’s 
compensation  rights.  Since  that  time,  it  has  been  found  that 
such  a long  period  is  not  necessary  for  administrative  purposes, 
and  many  states  have  reduced  the  waiting  period  to  one  week. 
At  present  thirty-two  jurisdictions  have  a waiting  period  of 
one  week,  while  seventeen  have  a waiting  period  of  two  weeks. 
In  some  states  two  weeks  of  partial  unemployment  is  counted 
as  one  week  of  total  unemployment  in  the  determination  of  the 
waiting  period. 

The  Pennsylvania  law  which  at  first  provided  for  a three- 
week  waiting  period  was  amended  in  1943  to  make  the  waiting 
period  before  benefits  only  two  weeks.  It  appears  there  would 
be  no  administrative  difficulties  if  this  period  were  reduced  to 
one  week.  The  additional  cost  to  the  reserve  fund  if  the  wait- 
ing period  were  reduced  from  two  weeks  to  one  week  is 
estimated  at  three  percent.  The  reason  this  estimated  addi- 
tional cost  is  so  low  is  because  there  would  be  no  additional 
cost  where  a worker  exhausts  his  compensation  during  the 
benefit  year. 

Benefits  Received 

Benefits  paid  in  Pennsylvania  are  graduated.  The  provi- 
sions relating  to  benefits  to  unemployed  workers  have  been 
changed  by  several  amendments  to  the  law.  Originally  the 
law  provided  for  weekly  payments  of  $7.50  to  $15.00  depend- 
ing upon  the  worker’s  previous  earnings.^”  These  payments 
were  limited  in  number  to  thirteen  over  a fifty-two  week 
period.  The  weekly  rate,  subject  to  the  above  limitations,  was 
established  as  one-half  of  the  worker’s  full-time  weekly  wage. 
The  number  of  weeks  to  which  the  worker  was  entitled  to 
receive  compensation  was  determined  by  the  amount  of  his 
earnings  during  a period  of  eight  calendar  quarters  prior  to 
his  unemployment.  Subsequent  amendments  to  the  original 
benefit  provisions  increased  the  amount  of  compensation  pay- 
able and  the  period  for  which  it  was  to  be  paid.  The  present 
statute  provides  for  payments  ranging  from  $8.00  to  $18.00 


” December  5,  1936,  Pa.  P.  L.  2897. 
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based  upon  prior  earnings  during  a one-year  period  and  for 
a minimum  of  seven  and  a maximum  of  sixteen  payments  to 
be  made  during  the  claimant’s  benefit  year.”  The  weekly  rate 
is  determined  by  reference  to  a table  provided  in  the  law 
which  averages  slightly  higher  than  one-half  of  the  worker’s 
full-time  wages  as  originally  provided.  The  number  of  weeks 
to  which  he  is  entitled  provides  total  compensation  in  an 
amount  averaging  two-sevenths  of  his  earnings  during  a one- 
year  period  in  comparison  to  one-eighth  of  his  earnings  during 
a period  of  eight  calendar  quarters  as  originally  provided  in 
the  law. 

Throughout  all  the  jurisdictions  having  unemployment  com- 
pensation systems,  the  minimum  weekly  payments  vary  from 
two  dollars  per  week  to  ten  dollars  and  the  maxima  vary 
from  fifteen  dollars  to  twenty-two  dollars.  In  eleven  states, 
maximum  benefits  equal  or  exceed  twenty  dollars,  thirteen 
states,  which  includes  Pennsylvania,  have  maxima  of  eighteen 
dollars,  while  the  remaining  states  have  maxima  of  sixteen 
dollars  or  less.  In  the  third  quarter  of  1944,  unemployment 
compensation  benefits  averaged  $15.95,  but  the  range  was  from 
$9.09  in  North  Carolina  to  $19.25  in  Connecticut.  The 
average  weekly  benefit  in  Pennsylvania  was  $15.07.  More 
liberal  benefits  have  been  frequently  recommended,  par- 
ticularly at  the  Federal  level,  where  benefits  up  to  $25.00  for 
twenty-six  weeks  have  been  proposed.  An  attempt  is  made 
to  justify  these  larger  amounts  on  the  basis  of  the  increased 
cost  of  living  and  the  inadequacy  of  sixteen  or  twenty  weeks 
of  compensation  to  carry  a worker  over  an  extended  period  of 
unemployment. 

Considerable  difference  of  opinion  exists  as  to  the  ability  of 
reserve  funds  to  meet  these  maximum  amounts,  although  prob- 
ably the  size  of  the  reserve  fund  in  Pennsylvania  could  provide 
more  liberal  benefits  than  are  now  provided.  There  is,  of 
course,  no  conclusive  answer  as  to  the  adequacy  of  the  present 
reserve  funds,  as  this  depends  entirely  upon  the  pattern  of  post- 
war unemployment.  In  general,  it  may  be  said  that  the  un- 
employment reserve  funds  of  Pennsylvania  are  as  adequate  as 
those  of  any  other  state,  and  much  more  adequate  than  those 
of  many  states. 

The  Social  Security  Board  has  made  the  observation  that 
the  workers  eligible  for  the  maximum  amount  of  benefits. 


April  23,  1942,  Pa.  P.  L.  60. 
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receive  only  25%-30%  of  previous  earnings,  while  some  of  the 
highest  paid  workers  receive  about  15%-20%  of  previous  earn- 
ings. Such  low  benefits  the  Board  believes  run  the  danger  of 
not  being  able  to  carry  the  individual  through  his  period  of 
unemployment. 

The  Social  Security  Board  has  recommended  two  ways  in 
which  benefits  could  be  raised.  The  first  method  suggested  is 
that  benefits  could  be  fixed  as  a percentage  of  wages  and  the 
maximum  could  be  raised  to  $25.  By  this  process  the  high 
paid  workers  would  receive  benefits  in  the  same  proportion  of 
their  wages  as  the  low  wage  earners.  To  raise  the  maximum 
benefit  will  result  in  a greater  assurance  that  the  unemploy- 
ment benefit  will  be  sufficient  to  carry  the  person  through  until 
reemployment.  This  would  also  ensure  a better  adjustment  to 
local  wage  levels,  especially  in  the  high  wage  states. 

The  other  way  that  benefits  could  be  adjusted,  according  to 
the  Social  Security  Board,  would  be  to  relate  benefits  to  past 
earnings  and  to  the  claimant’s  dependents.^®  At  the  present 
time,  seven  State  workmen’s  compensation  laws  provide  de- 
pendents’ allowances  for  temporary  unemployment  due  to 
industrial  injury.  Since  the  size  of  the  family  is  one  of  the 
most  important  factors  in  sufficiency  of  benefits,  this  method 
the  Board  feels  has  merit. 


Duration  of  Benefits 

Under  all  State  unemployment  compensation  laws,  workers 
are  paid  compensation  for  a specified  number  of  weeks  of 
unemployment  during  a benefit  year,  usually  a twelve-month 
period.  The  number  of  weeks  of  compensation  usually  is 
either: 

(a)  A variable  number  of  weeks  based  on  the  amount  of 
the  worker’s  earnings  during  a prior  specified  period; 
or 

(b)  A uniform  number  of  weeks  payable  to  all  eligible 
claimants,  regardless  of  the  amount  of  previous 
earnings. 

During  recent  years,  there  has  been  a tendency  to  amend 
state  laws  to  provide  for  uniform  duration  of  benefits,  rather 

“ Social  Security  Board,  Social  Security  Bulletin,  Oct.  1944;  p.  6. 

^^ibid. 
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than  for  a variable  period  based  on  the  amount  of  the  worker’s 
earnings.  At  the  present  time,  fifteen  of  the  states  pay  com- 
pensation for  a uniform  period.  Among  the  thirty-six  juris- 
dictions that  recognize  the  earnings  as  the  basis,  eighteen  states, 
including  Pennsylvania,  have  sixteen  weeks  as  the  maximum 
duration,  while  the  others  range  from  fourteen  to  twenty-three 
weeks.  The  minimum  duration  varies  from  two  to  twelve 
weeks. 

It  is  apparent  that  workers  with  lowest  earnings  are  usually 
in  greatest  need  of  compensation.  If  the  number  of  weeks  of 
compensation  payable  to  them  is  limited  to  a few  weeks  be- 
cause of  their  low  earnings,  they  are  frequently  required  to 
make  application  for  public  assistance.  For  this  reason  many 
authorities  consider  uniform  duration  desirable. 

The  period  during  which  compensation  is  payable  should 
be  long  enough  to  tide  the  worker  over  until  he  obtains  new 
employment,  but  should  not  be  so  long  as  to  discourage  him 
from  seeking  employment.  What  is  normally  a reasonable 
period  during  which  the  worker  may  be  expected  to  obtain 
employment  will  vary  considerably  from  time  to  time,  depend- 
ing upon  the  current  status  of  the  labor  market.  The  ade- 
quacy of  available  unemployment  reserve  funds  must  also  be 
taken  into  consideration  in  determining  the  length  of  the 
period  during  which  compensation  is  payable. 

The  cost  of  uniform  as  compared  with  variable  duration 
will  vary  considerably,  depending  upon  the  prevailing  condi- 
tion of  the  labor  market.  For  example,  at  the  present  time 
most  workers  who  become  unemployed  and  who  do  not  imme- 
diately find  reemployment  receive  compensation  for  only 
several  weeks  before  they  are  placed  in  another  job.  It,  there- 
fore, makes  little  difference  what  their  potential  rights  are. 
On  the  other  hand,  during  a period  of  depression,  when 
workers  may  be  unemployed  over  a long  period  of  time,  the 
cost  would  be  considerably  more.  Studies  have  been  made  to 
estimate  the  approximate  additional  cost  of  uniform  duration, 
assuming  that  compensation  would  have  been  payable  to  all 
claimants  for  the  maximum  number  of  weeks  payable  to  any 
claimant  under  the  provisions  of  the  law  existing  at  the  time 
they  were  unemployed.  These  studies  indicate  that  the  highest 
additional  cost  would  have  been  experienced  in  1940,  when 
the  additional  cost  would  have  been  20%.  The  average  cost 
at  the  present  time  would  be  only  about  six  percent.  The 
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average  cost  for  the  entire  period  during  which  the  law  has 
been  in  effect  would  have  been  approximately  17%. 

The  additional  cost  during  the  post-war  period  will,  of 
course,  depend  largely  upon  the  pattern  of  unemployment  dur- 
ing that  period.  If  the  transition  period  to  a peacetime 
economy  is  of  comparatively  short  duration,  the  additional 
cost  will  be  low.  However,  it  should  be  considered  that, 
because  of  high  earning  during  the  last  several  years,  most 
workers  will  be  eligible  for  the  maximum  number  of  weeks 
of  compensation  regardless  of  whether  variable  or  uniform 
duration  is  provided  and,  with  respect  to  such  workers,  no 
additional  cost  is  involved  regardless  of  the  period  during 
which  they  may  remain  unemployed. 

The  Tax  Advisory  Committee  is  also  in  favor  of  uniform 
benefit  duration.  Their  recommendation  is  that  the  uniform 
duration  should  be  eighteen  weeks  instead  of  the  present  vari- 
able duration  of  seven  to  sixteen  weeks. 

The  argument  put  forward  by  the  Social  Security  Board  in 
favor  of  uniform  benefit  duration  is  that  it  is  simple  to  under- 
stand and  that  all  eligible  workers  in  the  State  are  treated  alike. 
It  is  felt  that  because  of  this,  the  workers  will  have  more 
security,  which  in  turn  will  help  to  lay  a strong  foundation  for 
economic  prosperity. 


Procedure  for  Appeals 

As  a claim  for  benefits  is  filed  by  the  worker,  the  depart- 
ment examines  it  to  determine  the  date  of  the  beginning  of 
benefits,  the  benefits  to  be  received,  and  the  duration  of  the 
benefits.  Compensation  starts  immediately  after  the  two-week 
waiting  period  unless  the  claimant  is  not  satisfied.  If  not  satis- 
fied the  claimant  must  enter  an  appeal  within  ten  days.  Com- 
pensation is  withheld  until  the  claim  is  determined.  If  the 
referee  or  the  Board  affirms  a decision  of  the  department,  com- 
pensation is  to  be  paid  regardless  of  any  further  appeal. 

An  appeal  is  made  from  the  department  to  the  referee. 
After  a fair  hearing,  the  referee  can  affirm,  modify,  or  reverse 
the  decision  of  the  department.  The  decision  of  the  referee  is 
the  final  decision,  unless  within  ten  days  the  Unemployment 
Compensation  Board  of  Review  acts  on  its  own  motion  or  on 
further  application  of  any  party  concerned.  The  Board  may 
in  this  case  affirm,  modify,  or  reverse  the  decision  of  the  referee 
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or  the  department.  A fair  hearing  is  held  by  the  Board  and 
the  decision  is  final. 

When  a claimant  has  exhausted  remedies  before  the  Board, 
he  may  take  an  appeal  to  the  Superior  Court.  The  appeal 
must  be  taken  to  the  Superior  Court  within  thirty  days  of  the 
final  decision  of  the  referee  or  the  Board.  The  Board  is  the 
party  defendant  in  such  an  appeal.  The  findings  of  the  Board 
or  referee  are  considered  conclusive  by  the  court  unless  proved 
false,  and  the  jurisdiction  of  the  court  is  confined  to  questions 
of  law.  The  final  order  of  the  Board  is  in  accordance  with 
the  decree  of  the  court. 
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ACCUMULATION  OF  RESERVE  FUNDS  AND 
ESTIMATES  FOR  THE  FUTURE 

The  following  tabulation  shows  the  amount  of  contributions 
which  have  been  paid  each  year  by  employers  under  the  Penn- 
sylvania Unemployment  Compensation  Law: 


Year 

Contributions 

1937 

$69,623,716 

1938 

69,881,322 

1939  



1940  

83,237,996 

1941 

97,550,737 

1942 

122,556,274 

1943 

142,978,912 

1944  (Jan.  1-Sept.  30) 

68,778,620 

Total 


$733,024,920=!= 


In  addition  to  these  contributions,  there  has  been  collected 
up  to  September  30,  1944,  $1,293,534  in  interest  from  em- 
ployers delinquent  in  paying  contributions,  and  $30,192,727 
in  interest  on  investment  of  the  accumulated  reserves.  The 
total  receipts  up  to  September  30,  1944,  therefore,  amount  to 
$764,511,181.*  After  payments  from  the  fund  of  compensa- 
tion to  unemployed  workers,  there  was  as  of  September  30, 
1944,  $542,512,562  available  in  reserve.  It  will  be  observed 
that  prior  to  the  war,  contributions  from  employers  approxi- 
mated 70  to  80  million  dollars  a year  and  that  during  the  war 
this  amount  rose  to  more  than  140  million  dollars.  As  pre- 
viously indicated,  prior  to  January  1,  1944,  these  payments 
have  been  based  on  a contribution  rate  of  2.7  percent  of  pay- 
rolls. However,  for  the  year  1944,  with  the  adoption  of 
’'experience  rating”,  the  average  rate  is  slightly  less  than  one- 
half  the  previous  rate  of  2.7  percent.  Total  contributions  for 
the  year  1944  are  estimated  at  approximately  70  million 
dollars. 

As  the  law  provides  for  increases  in  the  minimum  rate  as 
the  amount  of  reserve  decreases  until  the  maximum  rate  of 

* Including  $6,698,999  contributions  transferred  to  Railroad  Unemployment 
Insurance  Account. 
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2.7  percent  is  paid  by  all  employers,  it  may  be  expected  that 
with  the  passing  of  the  stimulus  of  war  employment,  the 
average  rate  will  increase  as  a result  of  ( 1 ) application  of 
higher  minimtuns  due  to  a decrease  in  reserves  and  (2)  less 
favorable  employment  experience  of  employers  in  the  post-war 
period.  However,  offsetting  such  possible  increase  in  the 
average  rate,  employer  payrolls  in  the  post-war  period  will  un- 
doubtedly show  a substantial  decline,  particularly  with  the 
elimination  of  overtime  employment,  and  although  the  average 
rate  may  increase,  the  amount  of  contributions  collected  may 
show  no  substantial  gain  due  to  a shrinkage  in  payrolls  to 
which  such  rates  apply. 


PENNSYLVANIA  POST-WAR  PLANNING  COMMISSION  21 


EXPENDITURES  OF  RESERVE  FUND  AND 
ESTIMATES  FOR  THE  FUTURE 

The  following  tabulation  shows  the  amounts  which  have 
been  paid  each  year  to  unemployed  workers  since  benefits  first 
became  payable  in  January,  1938: 


Year 


Benefits  Paid 


1938  

1939 

1940  

1941  

1942 

1943 

1944  (Jan.  1-Sept.  30) 


$71,553,159 

54,594,545 

44,260,799 

23,401,284 

14,962,715 

4,574,576 

1,952,542 


Total  $215,299,620 


It  will  be  observed  that  in  1938  expenditures  approximately 
equaled  income.  Since  that  time  a reserve  has  been  accumu- 
lated, largely  due  to  comparatively  negligible  expenditures 
over  the  last  few  years.  Present  expenditures  are  running  at 
a rate  much  less  than  the  interest  being  received  on  the  reserve 
fund. 

Of  course,  this  situation  is  entirely  abnormal.  Post-war  un- 
employment, regardless  of  whether  an  optimistic  or  pessimistic 
viewpoint  is  taken,  will  undoubtedly  involve  the  expenditure 
of  a considerable  portion  of  the  accumulated  reserve.  A num- 
ber of  unofficial  estimates  have  been  made  as  to  expenditures 
during  the  post-war  period,  varying  considerably  with  the 
individual’s  viewpoint  on  post-war  employment.  Without  in- 
dulging in  such  estimates,  which  at  this  point  can  have  little 
validity,  it  may  be  said  that  generally  it  is  believed  that  the 
amount  of  reserve  will  be  adequate  to  take  care  of  such  pay- 
ments as  will  be  required  under  the  present  provisions  of 
the  law. 

The  size  of  the  present  reserve  may  be  better  understood 
when  it  is  considered  that  a claimant  may  be  paid  a maximum 
of  $288  during  any  benefit  year.  Without  subsequent  employ- 
ment, he  may  be  entitled  to  a second  benefit  year  before  his 
benefit  rights  are  completely  exhausted.  This  means  that  a 
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worker  may  receive  as  much  as  $576  after  being  laid  off  from 
a war  job  and  without  any  further  employment.  The  present 
reserve  fund  would,  therefore,  take  care  of  approximately 
1,000,000  workers  drawing  their  maximum  benefits,  or  a 
greater  number  to  the  extent  that  they  all  did  not  remain 
unemployed  and  exhausted  their  benefit  rights. 
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GENERAL  RECOMMENDATIONS 

The  recommendation  is  made  that  the  Pennsylvania  Unem- 
ployment Compensation  Law  be  liberalized  in  a number  of 
respects:  compensation  for  partial  unemployment,  waiting 
period,  amount  of  compensation,  and  duration  of  benefits. 

There  appear  to  be  good  reasons  for  changing  the  present 
law  so  that  compensation  could  be  provided  for  partial 
unemployment. 

It  seems,  too,  that  there  would  be  a distinct  advantage  to 
reducing  the  waiting  period  from  two  weeks  as  provided  in  the 
present  law  to  a one-week  period. 

It  seems  that  the  reserve  funds  are  suflficient  to  provide  more 
liberal  amounts  of  compensation  and  that  the  Legislature 
should  consider  increasing  the  amount  of  benefits. 

It  appears  that  uniform  duration  of  benefits  instead  of  a 
varied  number  of  weeks  based  on  the  amount  of  weekly  earn- 
ings has  a distinct  advantage  from  the  workers’  standpoint. 


• -v:. 


